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JOHN McBRIDE, ESQ., SBN 36458
CHRISTOPHER E. PLATTEN, ESQ., SBN 111971
MARK 8. RENNER, ESQ., SBN 121008

Wylie, McBride, Platten & Renner

2125 Canoas Garden Avenue Suite 120

San Jose, CA 85125

Telephone: 408.879.2920

Facsimile: 408.979.2934
imchride@wmpriaw.com

cplatten@wmpriaw.com

Attorneys for Plaintiffs and Cross-Defendants Robert Sapien,
Mary Kathleen McCarthy, Than Ho, Randy Sekany,

Ken Heredia, Teresa Harris, Jon Reger, Moses Serrano,
John Mukhar, Dale Dapp, James Atkins, William Buffington

and Kirk Pennington

iN THE SUPERIOR COURT FOR THE STATE OF CALIFORNIA
IN AND FOR THE COUNTY OF SANTA CLARA

SAN JOSE POLICE OFFICERS’ ASSOCIATION, Case No. 1-12-CV-225926

(and Consolidated Actions 1-12-CV-
Plaintiff, 225828, 1-12-CV-226570, 1-12-CV-
226574, and 1-12-CV-227864)
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PLATTEN IN OPPOSITION TO MOTION
FOR SUMMARY ADJUDICATION

CITY OF SAN JOSE AND BOARD OF Date: June 7. 201
ADMINISTRATION FOR THE POLICE AND FIRE | mie: geonai 2
DEPARTMENT RETIREMENT PLAN OF CITY DF | pace: ,

SAN JOSE, and DOES 1‘10 inclusive, Judge: Hon. Patricia M. Lucas
Defendants.

Trial Date: July 22, 2013
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AND CONSOLIDATED ACTIONS.
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I, Christopher E. Platten, say:

1. I am one of the attorneys for plaintiffs Robert Sapien, et al., Teresa Harris, et
al, and John Mukhar, et al. who are or were members of IAFF Local 230, IFPTE Local 21
and Operating Engineers Local No. 3, respectively, unions representing emplbyees of the
City of San Jose.

2. ! _représented the International Association of Firefighters Local 230 in a
binding interest arbitration proceeding pursuant to San Jose City Charter, Section 1111
with the City of San Jose which took place in June 1997 through the end of 1997. In that
proceeding George Rios of the San Jose City Attorney's office represented the City of San
Jose. | |

3. | was present at a hearing which took place .befofe the interest arbitration
panel on June 5, 1997, in which Mr. Rios made the foliowing statements concerning the
1961 Police and Fire Department Pension Plan: |

» Page 24:21-25:12

“Just a word or two about the Police and Fire Department Retirement
Plan. _

The éxisting plan is an excellent retirement plan for its members. it is a
defined benefit plan, which means that the benefits will be given to the
employees.,

It will be given to the employees even if the amount of money that is
contributed by the City or the employees is not enough and is not available at
the time that the benefits must be paid. The City will cover those costs if, in
fact, that were to happen, and hopefully that never will happen.

The plan specifically provides that with regard to prior service costs, if
there is a new benefit granted, and that there is a prior service cost with
regard to that benefit, that the City must pay the prior service cost 100
percent.

The City is required to pay at least eight-elevenths of all current |-

2
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service contributions.
» Page 26:4-16:

Retirement benefits are not like other benefits. They are not like
wages. They are not iike increased sick leave. They are not like increased
vacation days or uniform allowance, and they are not like those benefits,
‘because retirement benefits, once given, can never be taken way [sic]. That's
not duite absolutely true, because there are some .ways to take them 'wgy
[sic], but you can take them away only if give [sic] a comparable benefit.

So once a benefit comes into the rétirement_ plan, it becomes a benefit,
then it's there, or you're going to have to give them something elée in return

later on that's comparable to that, so for all practical purposes, it's there
forever.” | |
- Attached hereto as Exhibit 1 are the front the front pages of pages 24 to 26 of the
transcript of that hearing which accurately reflect Mr. Rios’s statements.

4. in that same interest arbitration Mr. Rios filed with the interest arbitrator and
served my office with a copy of the City's Opening Brief in which he made the following
statement: |

* Page 2:10-16 |

“‘Unlike other employment benefits, such as salary (which may be
jinked to inflation or the consumer price index), retirement benefits in a
defined benefit plan are not subject to the fluctuating economy. Once a

| re.tirément benefit has been installed in the retirement plan, the employee
- who meets the eligibility requirement has a vested right in the benefit upon
retirement and it generally cannot be removed from the plan unless a benefit

of equal or greater value is given. Beits v. Board of Administration (1977) 21

Cal.3d 859; Valdes v. Corey (1983) 138 Cal.App.3d 773.”

Attached hereto as Exhibit 2 are copies of relevant portions of that Opening Brief.

DECLARATION OF CHRISTOPHER E. PLATTEN IN OPPOSITION TQ SUMMARY ADJU DICATION
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5, In his Closing Brief in the same interest arbitration Mr. Rios set forth the

following:

o Page 2:20-21.

“The City is obligated to the huge risk of this defined benefit
pian and being solely responsible for prior service costs, ..."

Attached hereto as Exhibit 3 are copies of relevant portions of that Closing Brief.

6. In a subsequent brief after the arbifration ﬁanei awarded its decisions Mr.
Rios filed and served another brief in which he stated:

» Page 1:23-24

“Under the Plan, benefits are funded by contributions from both the
City and the members. Member contributions (excluding those for medical
coverage) consist solely. of ‘current service’ costs; City contributions consist
of ‘current service’ costs and aiso ‘prior service' costs. Section 3.36.1520 of
the San Jose Municipal Code provides that ‘current service’ costs ‘shail not
include a'ny amount required to make up any deficit resuiting from the fact
that previous rates of contribution made by the City and members were
inadequate to fund benefits attributed to service rendered by such members
prior to the date of any change of rates,....” Costs related to service rendered
prior to the date of any contribution rates changes are allocated to ‘prior
service’ costs which are borne entirely by the City (San Jose Municipal Code
Section 3.36.1550)."

Attached hereto as Exhibit 4 are copies of relevant portions 6f that brief.

7. In a separate binding interest arbitration pursuant to San Jose City Charter,
Section 1111 between Local 230 and the City of San Jose, | attended an arbitration
session on June 5, 2007 representing Local 230, Attorney Charles Sakai represented the
City. In that hearing Alex Gurza, Director of Employee Relations was asked by the City's
Aftorney to explain what the SRBR fund (part of the pension plan) was. He outlined what

an SRBR was. He then concluded by stating “so that is an additional benefit that our

4 .
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pension provides and it was added in 2001.” Mr. Gurza also confirfned that the City was
the guaranfor of the pension fund benefits. Attached hereto as Exhibit 5 are true and
correct copies of relévant portions of the court reporter's transcript of the proceedings on
June 5, 2007 Which accurately reflect Mr. Gurza's testimony (pgs. 1667:22-1669:5; 1283:2-
22) | |
8. In December of 1990 | represented IAFF Local 873 (subsequently renamed
Local 230) in.a binding interest arbitration with the City of San Jose at which the City
presented testimony of Steven T. itelson, a consulting actuary to the San Jose Police and
Fire Retirement Board from 1883 to the date of his testimony. In the course of his
presentation he testified as follows: |
» Page 81:15-82:5
Q: “There has been some.discussion here, which you may be able to
improve upon, as to the ratio of contributions between the City and the
employees and other factors that somehow determine what the ultimate
rates are by the City and the employees. First, will you describe the 8-10-3
ratio? What is it and how does it work?
A: The interpretation of the City Code that we were given was that
‘current service cost' meant the cost of the Plan for new employees or
new participants, and that cost was split in a 8-to 3 ratio. But contributions
_ at that level in the future, together with the assets at that point in time,
would not cover the cost df all the benefits. This is the so-called unfunded
liability. Whether it is called USVP or UAL or some other actuarial term,
the City is fully respohsible under the Code fqr_ payme'nt of that unfunded
liability.” | | |
Attached hereto as Exhibit 6 are cop'ies of a partial transcript of his testimony.
9. in the spring and early summer of 2011, | represented IAFF Local 230, IFPTE
Local 21 and OE Local 3 in negotiations with the City of San Jose. As a résu!t of those

negotiations each of these unions sustained on behalf of their members a 10% reduction of

5
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pay for two years.

10. | have personally représ_ented IAFF Local 230 and this law firm has
represented Operating Engineers Local Union No. 3 since 1981. 1 also have represented
AEA IFPTE Local 21 since its recognition by the City. During that period of time | have
been personally aware of various changes in the 1975 Federated City Employees
Retirement Plan and the 1961 Police and Fire Department Retirement Plan. During that
period of time there have been no material modifications made fo either plan which either

increased employee contributions. or decreased benefits other than modifications that

followed the meet and confer negotiations with the empioyee unions pursuant to the

Meyers-Milias-Brown Act (Gov. Code §§3500 et seq.). During that period of time, the City
extended to pre-existing retirees many of thé pension benefits enhancements negotiated
by three unions for active employees, including for example, payments from the
Supplemental Benefit Reserve Funds, COLA’s and ofhers. The unions negotiate pension
benefit enhancements for active employees and challenge by grievance arbitration or
lawsuits City actions which breach contract promises for pension or other post retirement
benefits to retired union members. |

11.  Attached hereto as Exhibit 7 is a true and correct copy of a Memorandum |
from San Jose City Manager Lesiie R. White dated November 9, 1990, which was
circulated by the San Jo.se.Fire Chief Robert Osby to San Jose Firefighters in November,
1990. In the memorandum on page 2 Mr. White states, “When the cost of providing
benefits goes up and the benefits must be paid for, the City pays 100% of the unfunded
liability (the amount not covered by contributions)”.

12. i filed unfair practice charges with the California Public Employment Relations
Board (PERB) on or about June 4, 2012 in Case No. SF-CE-969-M on behaif of IAFF,
Local 230 and on or about August 31, 2012 in Case No. SF-CE-996-M on behalf of IFPTE,
Local 21 alleging on both that the City of San Jose had not bargained in good faith to
impasse before placing Measure B on the June, 2012 ballot. On or about March 8, 2013,

PERB issued complaints on both charges finding a prima.facie showing that the City had

6
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failed to fulfill its bargaining obligation on Measure B, under the Meyers-Milias-Brown Act
and the decision on Seal Beach Police Officers’ Assn v. City of Seal Beach (1984) 36
Cal.3d 591. (See RJN No. 2)

| declare under penalty of perjury that the foregoing is true and correct. Executed on

May Z , 2013, at San Jose, California.

T2 §. 0

ChristopherE. Platten

1:\D230\72286\pnd\motion for summary adjudication\dec] platten summ adjud.docx
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11 ' :
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12 Mr. George Rios, Esquire
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15 _
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JIM TOMAINO, President of San Joge Police
17 Officerg Association
i8 RANDY SERANY, President, San Jogea firefighters
19 DOUG STEWART, sap Jose firefighpers No. 239
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“ USAN TAMAve '
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22 & McDONOUGH * BUBDICK
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ARBITRATOR BOGUE ;

If youri} Just

Sure.
I’

g0 ahead ang
BOGUE ; Okay .
THE CITY

First of all, 1
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vill bappen.

have to pay any contribution. very Qifficulr for me the

believe that, but pe that as it may,

now is the point thae they’ re gb‘ixig to i:etire_ - ’

In addition, the City’s plan hag 4 3 percent cog of |
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different animal, a different king ot 'benefit,
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GEORGE RIOS, Assistant City Attorney

X o -
TIMOTHY S.SPANGEER i o
Office of the Ci!?'?ﬂuttomh;y' Peputy Ciy Attomey 3168163) - |
151 West Mission Street” - o ‘ g : Y

JOAN R. GALLO, City Aftomey (#65825) |
i#??goag

San Jose, California 95110
Telephone: (408) 277-445%

Attorneys for CITY OF SAN JOSE

- IN RE: ARBITRATION OF POLICE AND FIRE

RETIREMENT

CITY OF SAN JOSE'S OPENING BRIEF
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quo. (See Exhibit “A* Brand Award, pages 8-9.%) Mgreove.r. according to the g,
Award, “[tlhe quantum of proof necessary varies with ‘thé impact of theg ro - _Brand
change, the cost (or savings) associated with the change, and fatctars ,,:1; poss..-c:s_
these costs or savings”. (Exhibit “A”, .) - Furth - o et
the magnitude and unmitigated cost of 5 proposed bhange. the moré proof necess

ary to

justify the change”. (Exhibit "A”, pages 8-8.) Dueto the magnitude of severs; f th
of the

changes in the retirement benefits advocated by the UNIONS, the burden of
' 1 of proof on

these issues must be ca refully weig'hed in this matter

Retirement Benefits Are Unique 'A.nd Must Be Cémfuily Considered
. ; ered,

‘3.
Unlike other employment beriefits, such as salary (which may be link d
| nked to

inflation or the consumer price index), refire
' ment benefits in a defineg ben
enefit plan are

(1977) 21 Cal.3d 859; Vaides v. Corey (1983) 139 Cal.App.3d 773, Ther, fi
) . ’ - efore
retirement benefits must be awarded cautiously, When budgetary constraints !
' whsiraints require, g

pubtlic agency may choose not to raise salaries (or even to decrease salari f
aries

necessary). However, such cost—cutﬁng..measures cannot simirarly be undertak
_ en with

respect to retirement benefits. Thus, a retirement plan that is blindly gen ,
nerous to

retirees could effectively cripple the CiTy's budget in the event of an-egor
. ‘ . ~economic

downtum. " | .
B.  The UNIONS Should Not Be Awarded Any Cost Benefits

prior negotiations between the CITY and the UNIONS
ons over the regular (non-retirement) Memorand:;tm of.’

In connection with

including recent negotiati

543 78_1.doc
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ﬁsky and speculative practice of considering only one factor, [e, predicted investment

refums. (See Johnson ;i‘estlmony. Vol. Iv, pP. 93;) -' .
Therefote, despite the UNIONS' characternization, M. -Johnson clearly does not

“essentiaily concur” with Lowma h's_ assessment regarding futyre contribution rates, The:
UNIONS "cut and paste” Mr, Joh nson's testimony to serve their p_umosqs. The full text

all relevant factors by the Refirement Board's own actuariaj firm. (Overton Testimony,
Vol. I, p. 128:8-12; J 10, pp. 14-15; Johnsan Testimony, Vol. IV, p. 84:10.12)
With respect o the CITY's Past contribution rates, the UNjoNS misstate the

facts. The rates were increased in 1992 ~(amere 5, as opposed (0 15, years ago).

(C%a.) F uﬂhér. the CITY's unmatched payments for bn‘or $ervice costs for the fund
exceeded $45,000,000 through 1990. (C 10, ) The CiTY is obligated to the hﬁge risk of
this defined benefit plan and being solely responsibie for priof service cots, with no
concurrent risk undertaken by its members, thys it i Understandable that it is'the ciry,
through reduced prior service cost pPayments, that gets the cregit of any actuarial

surplus generated by the Plan. (See kagel Award.) .
Since thie CITY acts as a guarantor to the Refirement Pian g ensure the benefits

to the members in good times and in bad, the current value of Plan asets are af al
relevant to the issues before the Arbitration Board, | .

54818 _1.doc
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| Office of the City Atto
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Telephone (408) 277-4454 .

Attorneys for CITY OF SAN JOSE

IN RE: ARBITRATION OF POL| -
FIRE RETIREMENT BENEFITS - N0 g,'g,’*E’IQF FSAN Jose's opsums
COST oF
FUN[R’:\N(?EOSF THE 80 3'2% [ ﬁOfCTIVE
ALARY BENEHT

R INTRODUCTION

of the Board accepfed the Unions’ propdsal fo increase the maximum p ,
enefit
from the Police and Fire Department Retirement Plan (the ‘Plany, 7 o Payable
- The
an increase from 75% of final average Salary (‘FAS") fo 8 0% of FA-S _ Pard awarded
1S refroactive for ajy

persons who ret:red on or after February 4, 1996
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' This figure Is derived by multiplyin -

: g $109 million (1995 - |
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o INTEREST ARBITRATION . .
In the Matter of the Controversy o _
between

INTERNATIONAL ASSOCIATIQN OF
FIREFIGHTERS, LOCar, 230,
CsmMes Cage No.
Union, ARB-04-3025
and
CITY OF SaN JOSE,

Employer,

Volume 8 - - . Dolce Hayes Mangjion

Pages 1080 through 1353 200 Edenvale Avenue
San Jose, California
Friday, January g, 20079

Met, pursuant to notice, at 9:3¢ a.m., on the
record at 9:46 a.m.

Before: :
JERILOU COSSACK,'Arbitrator,
3231 Quandt Read, Lafayette,
California 84549

Reported by KATHERINE L, WAKTI, csp 5666
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' ON BEHALF OF THE UNION:

WYLIE, McBRIDE, JESINGER, PLATTEN & RENNER
2125 Canocas Garden Avenue, Suite 120

8an Jose, California 95125

(408) 979-2920

BY: CHRISTOPHER ®. PLATTEN, Esq.

ON BEBALF OF THE CITY:

RENNE SLOAN HOLTZMAN SAKAY

50 California Street, Suite 2300

San Francisco, California 941il~4¢24
(415) 678-3800

BY: CHARLES D. Sarar, Esq.

PANEL MEMBERS:

ON BEHALF OF THE UNION:

RANDY SEKANY
President _

425 E. Banta Clara Street, Suite 200
San Jose, california 95113

(408) 286-8718

ON BEHALF OF THE CITY:
NORA FRIMANN, Esq.

City of San Joze
200 E. Santa Clara Street, Ti1600

- San Jose, California 85113

{408) 535-193¢
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Also Present: e e L

GEORGE RIOS, San Jose City Attorney's office

ALEX GURZA, Director 0f Employee Rélations,
City of san Jose . :

ARACELY RODRIQUEZ, Senior Executjve Analyst,
City of San Jose '

JILL PLOUGH, Legal Analyst, San goge City
Attorney's Office

JIM CARTER, -Deputy Chief, Bureau of Field
Operations

DARRYL VON RAESFELD, Fire Chief, gan Jose Pire
Department ) '

SUZANNE HUTCHINS, Deputy City Attorney, City of
S8an Jose .

JEFF WELCH, Local 230 Vice President -

MARK SKEEN, Executive vice Presidenr., San Jose
Firefighters

JIM BUESSING, Contracter, Wylie, McBride,
Jesinger, Platten ang Renner

ROBERT SAPIGN, Local 230 member
KEITH KEESLING, Local 230 Treasurey
TERRY OHLSEN, Consultant, Local 230
RANDALL HUDGINS, Consultant, Loca) 230

RICH THOMAS, Consultant, Wylie, MéBride,
Jesinger, Platten & Renner

“e-O00r -

log2 -



10
11
12
13
..14
15
le
17
ls8
19

20

21

22
23
24

25

APTERNOON SESSION:
CITY WITNESSES
Alex Gurza

UNION REBUTTAL
WITNESSES

Randall Hudgins

INDEX

1177
-Direct

1088

1326

Crosse Reddrect Recross

1219
1321

1334

1083



.10
11
12
13
14
15
1é
17
is

18

20

21
22
23
24

25

opposed to two-percent COLA. Are there Other benefitg
that San Jose offers to pPeople upon retirements

A. Yes. Our retirement plan, sgain, it's pnot lzke

PERS, so it has other jigsues. There's, Obviouely,

our -- our retiree medical is part of our plan.

There's also, 1like You mentioned, the
three percent guaranteed cost of living, which, again,
is not the standarg.

And the other additional benefit thar ig part
of the police and fire Plan is what we call a
"supplemental retiree reserve fund." And thepe are
hand-outs that describes that, that benefj¢,

MR. SAKAY: And this, T believe, jg ne.ng o

THE ARBITRATOR: Right.

Marking as City Exhibit C- -26, a Packet of
documents, the first page of which is a memorandurh dated

December 4, 2001, addresged to the mayor ang the city

council.
{(City Exhibit No. 26-C was marked for
identification,)

0. - {By MR. SAKAT) : And,- 80, what ig the

supplemental retiree benefit reserve?
A. Well, it's a little complicated tg explain.
The memo should -. does describe it.

It i8 a program that was added £o the po)jce
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and fire plan. They actually have it in the Federategq

plan, which is our other pension plan for non-sworn

employees.

Thig one functions a little diffe-rem; but
essentially it takes funde in the retirement plan, moves
them to what's called a fund and what it ygg -. trying
to be brief about it -~ if the fund earns mere than the
actuarjally-assumed rate, zo right now let g gay it'g
eight pércent, and the fund earms 10, it takes
10 percent of that excess and moves it to thig
supplemental retiree benefit reserve.

THE ARBITRATOR: We talked about this before.

THE WITNESS: I don't know if maybe John Bartel
mentioned it,

THE ARBITRATOR: Yes,

THE WITNESS: 8o what it actually does, the
first --

THE ARBITRATOR: 1It's a 8avings plan.

THE WITNESS: Well, not a savings plan. Tt
takes part of what the fund assets are, Moves it there;
and then the second memo describes the Way that it'g
distributed to retirees.

80 it ends up, in zome places, in Bome ﬁension
plans, it's referred to as a'léth check.

In'othef words,'if-there's funds available to
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be distributed. it's based on some formula that usually
gakea inte account years of service and hoyw long youtve
been retired. ang then cuts you a separate check,

So that is an additional benefi¢ that our
pension. plan provideg., and it waé added iyp 3y 2001,

MR. SAKAI: ang, Madam Arbitratc’:r,‘ cogﬁizant of
the time, we're about five minutes it4] we hit a googd
breaking point. . ‘

THE ARBITRATOR: Okay.

Q. {By MR, SAKAT) : Looking at thig Slide 20, what
is this?
A. This i8 -- because we do have a proposal on

sick leave payout, we wanted to demonstrate what our
average sick leave payout and vacation Payout ig,
because they are paid out at the time of retirement.

S0 the top one is averége-sick leave payout;'
It shows it by rank, and then it shows the average gick
leave payout that'g péid out at retirement

So if you look at battﬁlioh chief, youtig 1§°k-
at the average iﬁ 2002 ig 44,000. -Then-in 2003 it wgs
104. "

Again, why'd§ you see guch variatjeongsr It'g

going to be becauge of the number-of battalion chiefs,

,It's a smaller rank, how many retired that Particular

year, and what theip average sick lea\;e Payout ig.
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‘I'Hﬁ WITNESS: Sure.

THE ARBITRATOR: And, o, there 's no separate
contribution that goes beyond the original funds that
went in there, &8 I understand. '

'I'HE WITNESS: But, the City is a guaraﬁtor of
last resort, which is important to remember in a pension

fund.
When you have a defined pension plan, let's say |

the funds are not managed well, angd let'gy say we're not

at 100 percent, but we follow the track of a2 gan Diego

The City ig very well-aware that if somethmg
happens to the pension fund, it's not managed well over
a period of Years, which if you lock at San Diego
that's what happened.

They were fundea relatively well, ang in a
ggveral—year reriod of time, significant things
occurred. And -- but, the City is the one wh.o hag to
guarantee that the checks will be cut, Yegardlegs.

80 it's a very important thing that we alwayg
remember. That it ig a guaranteed benefit, that the.
City is the one that has to guarantee will pe paid,
regardlees of fund performance.

0. . {By MR, PLATTEN}:' Tha SRER is not 5 guaranteed
benefit, ig it?"
A. No, it's not,
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.Iteison.

' STEVEN T. ITELSON,

called as a witness by the City, having been gworn by the
Repérter, was examined and testified as follows:

| DIRECT EXAMINATION
Q. [By Mr. Whitmore] Would you please state your name

for the recorg?

A. Steven T. Itelson.

Q. Would you spell your last name, please?
A. I-t-e-1-s-c-n. - '
Q. And what is your present occupation?

A. I am a Consulting Actuary.

Q. And for whom do you work?
A. Milliman and Robertson.
Q. Prior to that, where were you employed?

A. Martin E. Segal Company.
Q. While employed by Martin E., Segal, did you do some
work for the San Jose Police and Fire Retirement Fund?
a. Yes. From 1983 until May of this year

MR. PLATTEN: Excuse me.

Could you please speak up a little bit?

TEE WITNESS: Yes. |

From 1983 until May of this vyear.
Q. [By Mr. ﬁhitmore] Mr. Itelson, earlier we had

several references to memos bea:ing your name when we were

ELIZABETH BLAKE
CERTIFIED SHORTHAND REPORTER

{LICENSE KO, C.1012)
SAN FRANCISCO. CAL tEDRUNIA
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reviewing exhibits. Were you the author of thoee memos?
A. Yes, | |
Q.  With regard to the Police and Fire Retirement Fund
in Ssan Jose,.can you describe generally what your duties
werelwith réspect to that Fund? ‘

A. Yes,

My duties primarily wére to perform bi-annual
actuarial valuations to determine contributibn'tates, ang
also to review experiéncé to set new assumptions on which
to base the contribution rates. 1In addifion, there were
other areas of consulting related to the Retirement

Program.

Q. With regard to the contribution ratés, what was your

role with regard to thg setting of the rates?

A. I would recommend contribution rates Based on a set
of assumptions and actuarial methods based on the
participant data and financial data that we were provided,
the plan of benefits and the appliéable City Code sections
as I understood them.

Q. And that would come in the form of a recommendation

to the Retirement Board?

‘A.  Yes, it would.

Q. Then whaﬁ_would happen to the recommendation?
A, The Retirement Board would vote on that
recommendation.

ELIZABETH BLAKE
CERTIFIED SHORTHAND REPORTER
LLICENSE NT. C.1012}
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81
happen to that recommendation to the Retirement Board?
Was it adopted?

A, In 1985, ves. 1In 1983, yes, _ _
Q. And what action was taken to éo that--a vote of the
Board? |

A, I am not really certain. I think the Board voted,

'Q. Were the contribution rates for both the employees

and the City put into effect aftéf your recommendation and
whatever action was taken? |
A, Yes.

Q. With regard to the employee rates, to your

knowledge, was there ever a different rate fbr Police

employees than for Fi;é employees?

A. Not to my knowledge. Not since 1983,

Q. There has been some discussion here, which you may
be able to improve upon, as to the ratio of contributions
between the City and thé employees and other factors that
somehow determine what the ultimate fates are by the City
and the employees. PFirst, will you describe the 8-to-3
ratio? What is it and howlﬁoes it work? |
A, The'intérpretation of the City Code that we were
given was that "current service cost" meant the cost of
the Plan for new employees or new participanfs, and that

cost was split in an 8-to-3 ratio. But contributions at

that level in the future, together with the assets at that

ELIZABETH BLAKE

CERTIFIED SHORTHAND REPORTER
{LICENSE NQ. &3
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point in time, would not cover the cost of all the

‘benefits. This is the so-called unfunded liability.

Whether it is called USVP or UAL or some other actuarial
term, the City is fully responsible under the Code for
payment of that unfunded liability.

In 1984, retiree medical benefite were added to the

: Plén. My understanding is that the parties bargained to

split that contribution rate 50-50. A hybrid funding
method was adopted called ten-year, rolling-term funding.

This methodology is unique.,'ﬁost retiree medical

- plans are not funded. They are paid on a pgy—as-You-go

basis. This methodology gave partial funding and reflected
the fact that the benefits are bargained and do change
from time to time.

In 1985, effective for 1986, somewhere in that
period, a dental plan was also adopted. The split of the
contributions there, which was .25 to .08, was done
primarily, I believe, to recognize that the employee rate
would have dropped by .08. Therefore, it was most
convenience to split it with the employees only paying .08
and leaving their contribution as it stood.

Dental is funded on the same rolling ten-year~fund
basis as the retiree medical,

Q. As I understand'it, you have described three

different ratios or relationships between the City and the

ELIZABETH BLAKE
CERTIFIED SHDRTHAND REPORTER
(LICENSE NQ. C.1412} )
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